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Summary of purpose and/or change:

Legislative Bill 988 would change the structurdarimula needs for school districts, transition
from an elementary class size allowance to an el@angclass size requirement, base school
district budget authority on the new needs caledatand replace adjusted valuations with
assessed valuations for the calculation of ressurce

The new needs calculation would compare schodiicisof similar size to arrive at a basic
funding level. In addition, consideration woulddgeen for remote elementary sites,
elementary class sizes, poverty, limited Englisbfiprency, focus schools and programs, state
receipts, transportation, distance education deddexmunications, teacher education levels,
new school buildings, student growth, instructiaimake, summer school, new learning
community transportation increases, size rangdslvatow average costs, and cost sharing
between the state and the school district for daflistricts with less than 390 students which
are not in sparsely populated areas.

Along with other modifications to current allowas¢a new provision requiring students in
grades K-3 to be in classrooms of 20 or fewer sitsdeould be coupled with a phase out of
the elementary class size allowance.

The new budget authority would be based on 120%eheeds calculation, with special
education excluded from both the calculation ofrtteximum budget and the expenditures to
be limited. The exceptions to the new maximum letidgpuld be more limited. A three year
transition is included in the proposal.

The final aspect of the proposal is the replaceratatjusted valuations with assessed
valuations for the calculation of state aid forlbsthool districts and educational service units.
The local effort rates would also be increaseckgponse to the valuation changes.

Formula Needs

A new section would provide for the calculationfaimula need beginning in 2009-10. Each
district’s formula need would equal:

Basic funding
+ Elementary site allowance
+ Elementary class size allowance
+ Poverty allowance



Limited English proficiency allowance

Focus school and program allowance

Special receipts allowance

Transportation allowance

Distance education and telecommunications allo&an
Averaging adjustment

Teacher education adjustment

Student growth adjustment

New school adjustment

New learning community transportation adjustment
Limited English proficiency allowance correction
Poverty allowance correction

- Local choice adjustment.

++ + 4+ + A+ + 4+

Beginning with 2013-14, the elementary class sisvance would not be included.

The student growth adjustment would not be includetie final calculation of aid when the
average daily membership for the aid year repléalemembership for the prior year.

Section 79-1073 would be amended by cross-refargribe new formula needs for the
distribution of learning community common generaid levies.

Adjusted Formula Students

A new section would provide for adjusted formuladgints for the new method of calculating
state aid. The adjusted formula students woulclequ

[formula students X instructional time factor[summer school component]
The instructional time factor would equal:

[district’'s ave. hours of instruction / comparisgnoup’s ave. hours of instruction]
The average hours of instruction would be measiaedach full-time student during the
regular school year as reported on a form develbgdtie Department. The comparison group
average would be the average of the averages.
The summer school component would equal:

[0.025 X summer school units]

The definition of formula students in 8 79-1003 Wwble amended by reducing the formula
students by 0.5 for each student enrolled in leas full-day kindergarten.

The current determination of adjusted formula stisleursuant to § 79-1007.03 would be
limited to 2008-09.



With changes to § 79-1022, the distribution ofesttl distributed to districts within a learning
community would be divided based on adjusted foanstlidents.

Summer School Component

The calculation of summer school student unit ¥881003.01 would be clarified. Summer
school student units would be calculated for eachrser school student who attends for at
least 12 days. The initial number of units wouldi@ the sum of the following ratios each
rounded down to the nearest whole number:

(Days student attended for at least 3 hours assitlean 6 hours) / (12 days)
(2 x Days student attended for at least 6 houk} bays)

Districts would continue to receive additional grfor units attributed to remedial math or
reading programs and units attributed to free luanoth free milk students.

General Fund Operating Expenditures

The definition of general fund operating expenditu(GFOE) in § 79-1003 would be amended
to include summer school expenditures and to eecltahsfers from the general fund to any
bond fund or special building fund and funding froertain outside sources that are not
included as accountable receipts in the formulae ffew receipts to be excluded are receipts
from: early childhood education tuition, summeraaltuition, converted contracts,
educational entities for providing distance edwsatiourses, private foundations, individuals,
associations, charitable organizations, textboak lerogram, impact aid, and special grant
funds.

Section 79-1018.01 would be amended by clarifyivag teceipts derived from summer school
and early childhood education tuition are not aotable receipts. Obsolete language is also
deleted.

Cost Growth Factor

Section 79-1007.10 would be amended to implemaetracost growth factor. The new factor
would grow expenditures by 1% plus the basic alldegrowth rate for the school fiscal year
in which aid will be distributed and for the preoegischool fiscal year. With the current basic
allowable growth rate the cost growth factor woetplial 1.06 (1% + 2.5% + 2.5%). The
current cost growth factor is 1.07.

Adjusted General Fund Operating Expenditures (AGFOE)

The AGFOE definition in § 79-1003 would be amenttethclude the new elementary site
allowance in the allowances to be subtracted ftoegeneral fund operating expenditures
(GFOE) to arrive at the AGFOE. Beginning in 203-the elementary class size allowance
would no longer be subtracted. The definition wioalso recognize the removal of cost
groupings from the calculation of the cost grovabtor.



Basic Funding

Basic funding would replace cost grouping costsspgaent beginning in 2009-10 as provided
for in a new section. Comparison groups would megpleosts groups. A comparison group
would be established for each district, which worddsist of that district, the next 5 larger
districts as measured by formula students, andéike5 smaller districts. If there are not 5
districts that are larger or smaller, the comparigmup would consist of only as many districts
as fit the criteria. If more than one districelactly the same size as the largest or smallest in
the comparison group, all such districts wouldriaguded. If one or more districts have exactly
the same number of formula students as the distmathich basic funding is being calculated,
all such districts would be included in additiortthe 5 larger and 5 smaller districts.

For districts with at least 900 formula studentssib funding would equal the adjusted formula
students multiplied by the average AGFOE per adgufirmula student for the comparison
group, excluding both the districts with the higheasd lowest AGFOE per adjusted formula
student.

For districts with fewer than 900 formula studebissic funding would equal the average
AGFOE for each district in the comparison grougleding both the districts with the highest
and lowest AGFOE, multiplied by the ratio of thgustied formula students for the district
divided by the formula students for the district.

Section 79-1008.01 would be amended by recognihegew sections in the determination of
formula need and by limiting the small school hieédmless to school fiscal years prior to
2009-10.

The determination of cost groupings and formuladnae§ 79-1007.02 would be limited to
school fiscal years prior to 2009-10.

The definitions for sparse local systems and vpayse local systems would be moved to § 79-
1003 without any substantive changes.

Elementary Site Allowance
A new section would provide an elementary sitevadlioce if a district:

Has more than one elementary building;

At least one elementary building does not offer atier grades;

There is at least 100 square miles per elemebtalging in the district; and
There are an average of 15 or fewer students pdegver building.

The elementary site allowance for the district wloedjual the sum of the allowances for
buildings with only elementary grades and an aveddL5 or fewer students per grade, except
the primary elementary site. The primary elemgnsée would be the building to which the
most elementary students are attributed.



The allowance for each building would equal:

{500% of the statewide average GFOE per adjusteduta student} X
{[(Formula students from the building / 8) roundgalto the next whole number] or [the
number of grades offered in the building] whichexsdower}

Each district would determine which grades are ickmned elementary, except all such grades
need to be offered in each building offering kirgdaten and grades 9-12 cannot be considered
elementary grades.

The AGFOE definition in § 79-1003 would recognike elementary site allowance beginning
with 2009-10.

Elementary Class Size

A new section would require students in gradest-8pend at least 50% of their school day in
one or more classrooms with 20 or fewer studergsbeng with the 2013-14 school year. Up
to 10 days each school year could be designateahfostudent or group of students as special
activity days where the requirement would not apystricts could also apply to the State
Board of Education for a hardship waiver for a djpst period of time if circumstances exist
that would cause a substantial hardship for thieictiso meet the requirements.

Section 79-1007.04 would be amended by limitingaieenentary class size allowance to
school fiscal years 2008-09 to 2012-13. For 2098H@e allowance calculation would be
modified by basing the allowance on students inlgsak-8 who qualify for free or reduced-
price lunches and who spend at least 50% of theo$clay in one or more classrooms with a
minimum of 10 students and a maximum of 20 studeAtsy changes in the allowances would
occur in the recalculation pursuant to § 79-1065.

The calculation for the remaining years would bgdolon the statewide average GFOE per
adjusted formula student and the number of studergsades K-3, regardless of poverty status,
who spend at least 50% of the school day in omaare classrooms with a minimum of 10
students and a maximum of 20 students.

The definition of AGFOE in § 79-1003 would be ameddo recognize the removal of the
elementary class size allowance beginning with 2D4.3

Poverty Allowance

The definition of poverty students in § 79-1003 Vdooe amended to include an additional
number of students equal to the number of low-inestdents or students who are free lunch
and free milk students, whichever is greater, mthesaverage number of poverty student for
the aid calculated for the three immediately prewpdchool fiscal years. If the calculation
produces a negative result, no poverty studentsdimeiadded or subtracted.

Section 79-1007.06 would be amended by increabiagniaximum poverty allowance from
61% to 75% of the amount calculated based on flee weighting system.



Section 79-1007.07 would be amended by requiriegeporting of expenditures and sources
of funding for support costs directly attributabdemplementing the district’'s poverty plan and
by allowing such expenditures to be included ingrtyvallowance expenditures. Poverty
allowance expenditures would also be limited tsthexpenditures not included in other
allowances and that are paid for with non-categbfinds generated by state or local taxes.

Section 79-1013 would be amended by changing #msportation and class size requirements
for poverty plans. Poverty plans are currentlyuregjto provide transportation to students
receiving free or reduced-price lunches if suclletis reside more than %2 mile from the
school. The requirement would be changed to affelst such students residing more than 1
mile from the school. The requirement to includ#am for class size reduction or maintenance
of small class sizes currently applies for studerite qualify for free or reduced price lunches.
The modified requirement would be limited to eletaey grades without regard to the poverty
status of the students.

Sections 79-1007.06 and 79-1013 would be amend&dovyng the deadline for submitting a
maximum poverty allowance and a poverty plan upd¢tober 10 from November 1.

Limited English Proficiency (LEP) Allowance

The definition of poverty students in § 79-1003 Vdooe amended to include an additional
number of students equal to the number of studeitiislimited English proficiency minus the
average number of students with limited EnglisHiprency for the aid calculated for the three
immediately preceding school fiscal years. Ifth&ulation produces a negative result, no
LEP students would be added or subtracted.

Section 79-79-1007.09 would be amended by requthageporting of expenditures and
sources of funding for support costs directly atitable to implementing the district’'s LEP

plan and by allowing such expenditures to be inetbch LEP allowance expenditures. Limited
English proficiency allowance expenditures woulsbabe limited to those expenditures not
included in other allowances and that are paidvitit non-categorical funds generated by state
or local taxes.

Section 79-1014 would be amended by requiring LEBR9for school districts that are
members of learning communities to be submittatiédearning community coordinating
council. The council would then be required taifethe approval or disapproval of the plan
to the Department on or before DecemB&r 5

Sections 79-1007.08 and 79-1014 would be amend&doving the deadline for submitting a
maximum LEP allowance and an LEP plan up to Octébdrom November 1.

Current Allowances moved from Definition Section



The distance education and telecommunicationsjapeceipts allowance, and
transportation allowances are removed from thend&fns in § 79-1003 and each placed in
their own new section without any substantive cleang

Averaging Adjustment

A new section would provide an averaging adjustr@ndistricts whose basic funding per
adjusted formula student is less that the stateawgeage basic funding per adjusted formula
student. The adjustment would equal:

{50% [statewide average basic funding per adjusiatiula student —
basic funding per adjusted formula student fordis¢rict]}
X {adjusted formula students for the district}

Teacher Education Adjustment

A new section would provide for the calculationacleacher education adjustment. Teacher
education points would be calculated with one pfoneach FTE teacher who has been
awarded a master’s degree or the equivalent anddatigonal point for each FTE teacher who
has been awarded a doctoral degree. A teacheatsmluchdex would be calculated for each
district equal to:

[teacher education points for the distrieTE teachers in the district]
[teacher education points for the st&&E teachers in the state]

The adjustment would equal:
13.75% [the district’s basic funding X (districtsacher education index — 1)]
If the result is negative, the teacher educatigasachent would equal 0.
Teacher would be defined in 8 79-1003 as havingl#fimition in § 79-101.
Student Growth Adjustment

A student growth adjustment would be calculatedhuggyuest pursuant to a new section.
School districts could apply for the adjustmenibomefore October 10 of the school fiscal year
immediately preceding the school fiscal year forahlaid is being calculated. The form would
require an estimate of the average daily membefshifhe school fiscal year for which aid is
being calculated, the estimated student growthdasdhe current fall membership and the
estimated average daily membership, and evidengmosiing the estimated student growth.

At the November board meeting, the State BoarddoicEtion would approve, modify, or deny
the application. The Department would notify eaciha®| district of the action taken within 5
days. School districts could then appeal deniadsraodifications at the December board
meeting if notice is given within 10 days followitlge November meeting. The appeal would
include a public hearing.



The adjustment would equal:

[District’s basic funding per adjusted formula stad X
[approved student growth — (greater of 25 studenis/ of fall membership)]

The adjustment would be included in the initialtidieation of aid, but not in the final
calculation pursuant to § 79-1065.

The definition of formula students in 8 79-1003 \Weblhe amended for the final calculation of
aid to exclude districts that receive a studenivtficadjustment from using average daily
membership from the prior year. For school dittribat receive a student growth adjustment,
the final formula students would be determined ye@r later, so that the final formula students
would equal the average daily membership for thka yewhich aid was paid minus the greater
of 25 students or 1% of the fall membership usatieninitial certification of aid.

Section 79-1065 would be amended to require tleafitfal determination of formula students
for districts that do not receive a student groadjustment be completed prior to the
certification of aid for the following school yeaihe final determination for districts receiving
a student growth adjustment would occur a year.late

New School Adjustment

A new section would allow school districts to apfuy a 2 year new school adjustment on or
before October 10 preceding the first school figear for the adjustment. The form would
require evidence of recent and expected studemitir@vidence that the new building was
constructed in response to such growth and noteglacement, evidence of the estimated
student capacity of the new building, and evidahe¢ the first-year adjustment would be
received in the first full school fiscal year in ah students would be attending the building.

At the November meeting, the State Board would aggrmodify, or deny the application.

The Department would notify each district of thé@ttaken within 5 days following the
November meeting. Districts may appeal denialsraadifications at the December meeting

if notice is given within 10 days following the Newmber meeting. The appeal would include a
public hearing.

The first year adjustment would equal:

[school district’s basic funding per adjusted fotanstudent]
X [20% of the approved estimated student capacity]

The second year adjustment would equal

[school district’s basic funding per adjusted fotanstudent]
X [10% of the approved estimated student capacity]

New L earning Community Transportation Adjustment



A new section would allow member school distridteew learning communities to apply for a
new learning community transportation allowanceobefore October 10 preceding each of
the first two full school fiscal years of a newrgiag community. The form would require
evidence supporting estimates of increased tratetpor costs due to § 79-611(2).

At the November meeting, the State Board would @aggrmodify, or deny the application.
The Department would notify each district of thé@ttaken within 5 days following the
November meeting. Districts may appeal denialsraadifications at the December meeting if
notice is given within 10 days following the Noveanbmeeting. The appeal would include a
public hearing.

The adjustment would equal the approved estimattecofased transportation costs. School
districts would submit evidence of the actual iasein transportation costs due to § 79-611(2)
and the department would recalculate the adjustong such actual costs pursuant to § 79-
1065.

L ocal Choice Adjustment
A new section would provide for a local choice atijnent to be calculated if a district:

Has fewer than 390 formula students;
Is not in a sparse local system or a very spars# &ystem; and
Did not receive federal funds in excess of 25%feneral fund budget

The adjustment would equal:

{50% [basic funding per adjusted formula studemttife district —
basic funding per adjusted formula student forrdistlosest to 390 students]}
X {formula students for the district}

The adjustment would be zero if the basic fundiegaujusted formula student for the district
is less than for the district closest to 390 forastudents. If more than one district has the
closest to 390 formula students, basic fundingaogusted formula student for each such
district would be averaged. The closest to 39thtda students would be measured using the
absolute value of 390 minus the formula studenit$, te difference rounded to the nearest
whole number.

Net Option Funding

Section 79-233 would be amended to clarify thatoopstudents who reside in a learning
community and who have chosen to attend an optbod district in the learning community
prior to the establishment of the learning commyrabntinue to be option students.

Section 79-1009 would be restructured and amenggudviding that the net option students
would be multiplied by the statewide average basiding per adjusted formula student to
determine net option funding beginning in 2009-10.



Replace Adjusted Valuationswith Assessed Valuations

Assessed valuations would replace adjusted vahsmbeginning with the calculation of aid for
the 2009-10 school fiscal year.

Section 79-1015.01 would be amended by increabiadptal effort rate by 5 cents for the
certification of aid. For the final calculation aid, adjusted valuations are replaced by assessed
valuations for the determination of the local effate. Assessed valuations also replace
adjusted valuations for the determination of treal@ffort rate yield. The changes would also
clarify that the maximum levy used to determineltdwal effort rate is the maximum levy for
school districts pursuant to § 77-3442(a).

Section 79-1016 is amended to require the certifinaof assessed valuations, instead of
adjusted valuations, by the Property Tax AdmintstraSection 77-1327 would be amended by
eliminating the duty of the Property Tax Administriato use assessment ratio studies in
establishing adjusted valuations.

Section 79-1008.01 would be amended by replacipgtetl valuations with assessed
valuations in the hold harmless and “lop-off” cdétions. Section 79-1008.02 would be
amended to use assessed valuation in the minimgntédculation. Section 79-1065.02 would
be amended by replacing adjusted value with assesdge in the calculation of the state aid
transfer for districts affected by annexations.

Section 79-1010 would be amended by replacing sefjusaluations with assessed valuations
in determining responsibility for paying back inteas when a district withdraws or the
unification is discontinued. 79-4,108 is amendgddplacing adjusted valuations with
assessed valuations in determining the paymertl@fations of a unified system when a
district withdraws or the unification is discontedl

Section 77-3442 would be amended by rewording themum levy for the general fund
common levy for learning communities. The curm@aiximum levy is equal to the local effort
rate. The new language would specify that theimawn levy is equal to $0.95. With the
current local effort rate provisions and a levyitiof $1.05, the local effort rate and the
maximum levy would equal $0.95. However, with ppe@d changes, the local effort rate
would become $1.00.

Section 79-1241.03 would be amended to reflectiiamge to assessed valuations in the
calculation of aid for educational service unitS(Es) and to increase the local effort rate from
$0.0135 to $0.01425.

Minimum L evy
Section 79-1008.02 would be amended by increabiaglifference between the maximum

common levy for learning communities and the ldwttwill trigger a minimum levy
adjustment from 2 cents to 5 cents.



Budget Limits

Section 79-1023 would be amended to implement ametliod of determining budget
limitations and to provide for a transition begimgwith the 2009-10 school fiscal year. The
new method would limit general fund budgets, with special education budget subtracted out,
to 120% of the formula needs minus the prior yegpeacial education budget increased by the
basic allowable growth rate.

For 2009-10, school districts would be limited e greater of the prior year's general fund
budget minus the special education budget as isedelay the applicable allowable growth rate
or the maximum budget under the new method.

For 2010-11, school districts would be limited e greater of the prior year's general fund
budget minus the special education budget as isedely the basic allowable growth rate or
the maximum budget under the new method.

For 2011-12, school districts would be limited e greater of the prior year's general fund
budget minus the special education budget or therman budget under the new method.

For 2012-13 and each school fiscal year theredaftemew limits would apply.

Section 79-1025 would be amended by limiting thevedble growth range to school fiscal
years prior to 2009-10.

Section 79-1026.01 would be amended by limitingdéirmination of the applicable
allowable growth rate to 2008-09.

Section 79-1028 would be amended to limit the etioep to the allowable growth rate to
school fiscal years prior to 2009-10 and by elitingaobsolete language and language that
will not take effect until 2009-10.

A new section would provide exceptions to the nemdet limitations. The exceptions would
be for specific dollar amounts approved by theeSBard of Education for:

Repairs to infrastructure damaged by a naturaktisa

Judgments, except judgments or orders from the Gssion of Industrial Relations;
Retirement Incentive Plan or the Staff Developn#esdistance;

Reorganization incentive payments or base fisca yeentive payments; and
Amounts received for providing distance educatioarses.

Budget exceptions would be eliminated for interl@g@eements, voluntary termination
agreements, or lease purchase contracts approfae Baly 1, 1998. Due to inclusion in the
needs calculation, there would also no longer lwgbtiexceptions for projected increases in
formula students, operation expenses for new oamd@d buildings, the first time inclusion of
early childhood education students in the formulereases in allowances, and transportation
for new learning community members.



Section 79-1029 would be amended to limit the 1%epiion to school fiscal years prior to
2009-10. The voting procedures for exceeding tiagbt limit would be revised to reflect the
new method of determining budget limits.

Section 79-1030 would be amended to limit unuseatfybtiauthority to school fiscal years prior
to 2009-10 and to provide a transition. The triamsiwould allow district to increase their
budgets each year for 2009-10, 2010-11, and 201dyEHh amount up to 5% of the district’s
formula need, except that the increases over tlee tyear period would not be allowed to
exceed the amount of unused budget authority reangafollowing the 2008-09 school fiscal
year.

Section 79-1083.03 would be amended by limitingsiagarate provisions for determining
budget authority for Class | school districts tb@al fiscal years prior to 2009-10 and by
eliminating obsolete language.

Unified Systems

Sections 79-4,108 and the definition of “local sys$” in § 79-1003 would be amended to
allow formula needs to be calculated for the indlinal districts in unified systems.

E.S.U. Funding

Section 79-1241.03 would be amended to reflectiiamge to assessed valuations in the
calculation of aid for educational service unitS(Es) and to increase the local effort rate from
$0.0135 to $0.01425.

Section 79-1229 would be amended to require ESUsIbmit annual financial reports.

Miscellaneous

Section 79-1001 would be amended to include newosecin the Tax equity and Educational
Opportunities Support Act.

The definition of local system in § 79-1003 woukldmended to again recognize that local
systems could contain Class | school districts.

The definitions of qualified early childhood eduoataverage daily membership and qualified
early childhood education fall membership in 8 83 would be clarified by restructuring the
definitions without any substantive changes.

Section 79-1022.02 would be outright repealed. Sdwtion required the recertification of aid
for 2003-04.

Section 79-1031.01 would be amended to eliminaseleke language.



Explanation of amendments, if any:

The committee amendments revise the original piavssof LB 988. With an emergency
clause, the amendment would provide for a receatiton of 2008-09 state aid and budget
authority by April 3¢". The recertification would implement most of firevisions of LB 988,
with the provisions for which the department doeshrave accurate data being deferred until
2009-10. The changes in budget authority woulditmplified, unused budget authority would
be restored, and the alternative methods wouldhgnued indefinitely.

The student weightings for summer school and inttrnal time would be converted to
allowances. The elementary class size allowaneddimave a 20% multiplier added to match
the current provisions, and the elementary sitaalhce would be revised beginning in 2009-
10 after the initial implementation in 2008-09. eléarly childhood education counts would
have a 60% multiplier added to also match the atipeovisions. The student growth
adjustment would be revised and the correctiom¥@r or underestimating student growth
would be restructured.

Proceeds from levy override elections would be ielated from GFOE beginning in 2010-11.
The averaging adjustment would be limited to disérthat levy over $1.00, but could provide
an adjustment as high as 90% of the difference dmtvthe average and the district’s basic
funding per student, depending on the levy. A s&bilization would adjust formula needs to
between 100% and 112% of the prior year formulaseexcept that growing districts would
be allowed to exceed the 112% limit. “Lop-off’ wdlbe eliminated. The new school
adjustment would be revised to include expansi@hramodeling projects that increase
capacity.

Recertification

Instead of being outright repealed, § 79-1022.08lvbe amended to declare the current
certification of state aid and applicable allowadptewth rates to be null and void and to require
a recertification on or before April 30, 2008. 81Y9-1031.01, the Appropriations Committee
would be required to include the amount necessafyrtd the state aid certified in the
recertification in its recommendations to the L&dige.

In 8 79-1003, the definition of adjusted generaldwperating expenditures would be amended
by subtracting the elementary site allowance amahser school allowance beginning in 2008-
09 from the general fund operating expendituremtive at the adjusted general fund operating
expenditures. The changes to the definitions whida students and general fund operating
expenditures would also be moved up to 2008-09.

In § 79-1007.02, the current method of calculatiegd would be limited to 2007-08, instead of
2008-09. In section 10 of the bill, the new metlabdalculating need would be moved up to
2008-09. The summer school allowance would bedétmléhe proposed initial calculation
under the new method. The instructional time adloee, new learning community
transportation adjustment, student growth adjustpar new school adjustment would be
delayed until 2009-10. The student growth adjustreerrection would be included beginning
with 2011-12. The removal of the elementary ckass allowance in 2013-14 would be
continued.



In § 79-1007.06, the increase from 61% to 75%Herdalculation of the maximum poverty
allowance for each district would begin for theaewification of 2008-09 state aid. The
calculation of the amount would be restructuredhaut any further substantive change. The
change in the counts for poverty and LEP studeontddvbe delayed until 2009-10. In 88 79-
1007.10 and 79-1009, the changes in the cost griaestbr and net option funding calculations
would be moved up to 2008-09. In § 79-1008.01 ptlorision commonly referred to as “lop-
off” would be eliminated for aid calculated for 09 and each year thereafter. In sections
15, 16, 17, and 18 of the bill, implementation aéie funding, the local choice adjustment, the
averaging adjustment, and the teacher educatiarstasgnt would be moved up to 2008-09.
The change from adjusted to assessed valuatiotharmbrresponding change in the local effort
rate would take place beginning with 2008-09 akec&td in further modifications to 88 79-
1008.02 and 79-1015.01.

Summer School and Instructional Time Allowances

The provisions for adjusted formula students irtiea@3 of the bill would be converted into
the summer school and instructional time allowanddse summer school allowance would be
included in 8 79-1003.01. Section 23 would be ested into the instructional time allowance.
References to “adjusted formula students” througtmeinew provisions would become
references to “formula students.”

Section 79-1003.01 would be further amended toigeofor the calculation of summer school
allowances, beginning with 2008-09, equal to 2.5%e summer school units multiplied by
85% of the statewide average general fund operatipgnditures per formula student.
Amendments would also exclude school districts ftbensummer school allowance
calculation if the district collects fees for summsehool from students who qualify for free or
reduced-price lunches. Currently, summer schamjnams are excluded if fees are collected
from such students. The section number would fioelsto allow for renumbering.

In 8 79-1003, the definition of adjusted generaldwperating expenditures would be amended
by adding the summer school and instructional aht@vances to the allowances subtracted
from the general fund operating expenditures tveuat the adjusted general fund operating
expenditures. The summer school allowance wouklbé&acted beginning with 2008-09 aid
and the instructional time allowance beginning @©9-10 aid.

Section 23 of the bill would be amended by repladire provisions for the new version of
adjusted formula students with provisions for astrunctional time allowance. The instructional
time allowance for each district would equal theduct of the formula students multiplied by
the instructional time factor for the district mplied by eighty five percent of the statewide
average general fund operating expenditures perdiar student. The calculation of the
instructional time factor would equal the differeraf the ratio of the district’'s average hour of
instruction per student divided by the comparismug average minus 1, except that the factor
would not be allowed to be negative.

Elementary Class Size




The major elementary class size allowance chamg®s9-1007.04 would continue to be
deferred until 2009-10 with the addition of a 20%ltiplier to match the current provisions.
For 2008-09, the change in the classroom languagddvwbe deleted and the allowance would
continue to be based on the information reportetheriall membership report when aid for
2008-09 is recalculated. The new elementary dassrequirement would be limited to public
schools.

Elementary Site Allowance

Section 14 of the bill would be amended by applyimgelementary site allowance beginning
with the calculation of aid for 2008-09. Howevire qualifications for the allowance would
change for 2009-10 and each school fiscal yeae#f@r. The new qualifications would
provide an allowance for elementary sites in scligiticts with multiple elementary sites for
sites that were 7 miles from another site withi districts or that were the only public
elementary in an incorporated city or village. fheould not be an allowance for the primary
elementary site in any district. The provisionanddboe restructured to accommodate the
changes and other amendments would replace thébeilding” with “elementary attendance
site” throughout the section.

Formula Students

In § 79-1003, the changes to the definition of folamstudent would become effective for
2008-09, instead of 2009-10. In the amended d&fimi60% of the qualified early childhood
education count would be used. Currently, eariidbbod education students are weighted at
0.6 in the grade weightings. The proposed definitvould also be amended to harmonize with
the addition of the student growth adjustment atioe.

The provisions for adjusted formula students irtiea@3 of the bill would be converted into
the summer school and instructional time allowanddse summer school allowance would be
included in § 79-1003.01. Section 23 would be eosted into the instructional time allowance.
Section 79-1007.03, which currently provides fouated students for 2008-09 and each
school fiscal year thereafter, would be outrigipe@ed.

General Fund Operating Expenditures

In § 79-1003, the changes to the definition of galhkind operating expenditures would
become effective for 2008-09, instead of 2009-Te proposed definition would also be
amended by removing converted contracts and spgeiat funds from the items excluded
from general fund operating expenditures. Begignwith 2010-11, the proceeds from levy
override elections would also be excluded from ga&rfend operating expenditures.

Comparison Groups

In section 14 of the bill, two references to thenbwer of decimal places to be considered when
determining if school districts have exactly theneanumber of formula students would be
eliminated.



Poverty Allowance

In 8 79-1007.06, the increase from 61% to 75%Herdalculation of the maximum poverty
allowance for each district would begin for theawification of 2008-09 state aid. The
calculation of the amount would be restructuredhait any substantive change. The
implementation of changes to the definition of ptywstudents would remain in 2009-10.

Student Growth Adjustment

Section 19 of the original bill would be amendedcbynting 50% of the students below the
qualifying threshold in the calculation of the agtjuent. Currently only the estimated student
growth above the greater of 25 students or 1%efdhmula students are included in the
calculation.

The amendments would also provide for a studenitradjustment correction, replacing the
original proposal to correct for over and undemastion by changing the formula students in a
second recalculation of aid. The correction wdwdccalculated for districts that had a student
growth adjustment in the most recently availableglete data year. The correction would
equal the district’s basic funding per formula stid multiplied by the difference of the
average daily membership minus the approved stugtentth used to calculate the adjustment.
A negative correction could not be greater tharotiiginal adjustment.

With changes to section 10 of the bill, the studgotvth adjustment correction would be
included in the calculation of needs beginningGd -12.

Section 79-1065 would be removed from the meagliminating proposed changes to formula
students in a second recalculation of aid to cofoeaver and under estimation with the
student growth adjustment.

New School Adjustment

The new school adjustment in section 20 of thevimlld continue with a 2009-10
implementation. The adjustment would be expandeddude expansion and remodeling
projects that provide additional student capaatggcommodate recent and expected student
growth.

New Learning Community Transportation Adjustment

The proposed new learning community transportaamjustment in section 21 of the bill would
continue remain in the proposal unchanged withG92ID implementation.

Averaging Adjustment

A modified averaging adjustment in section 17 ef thil would be implemented for 2008-09.
The original averaging adjustment would provideadjustment equal to the district’s students
multiplied by 50% of the difference between theéestade average basic funding per formula
student minus the district’s basic funding per folastudent. The modified proposal would



change the percentage by which the difference woaldhultiplied. The new percentage would
be based on the general fund levy as follows:

Levy of at least $1.00, but less than $1.01p#reentage would be 50%;
Levy of at least $1.01, but less than $1.02p#reentage would be 60%;
Levy of at least $1.02, but less than $1.03p#reentage would be 70%;
Levy of at least $1.03, but less than $1.04 p#reentage would be 80%; and
Levy of at least $1.04, the percentage woul803.

akrwNE

Stabilization and Lop-Off

A new provision would be added to the calculatibneed which would require formula need
that is less than 100% of the prior year formulad#® be increased to such level and which
would require formula need that is more than 112%® prior year formula need to be
decreased to such level, except that the formwdd f&r districts receiving a student growth
adjustment would not be adjusted down. The formeked would also not be adjusted down
for districts whose formula students grew from 20870 2008-09 by the greater of 25
students or 1% of the 2007-008 formula students.

In 8 79-1008.01, the current stabilization and $s@iool stabilization provisions and the
provision commonly referred to as “lop-off” woul@ keliminated. The “lop-off” provision
does not allow equalization aid to be given in amoant exceeding the aid and taxes from the
prior year grown by 1%, the applicable allowablevgh rate, the growth in formula students,
reductions in other actual receipts, and unuseddtualthority. The original bill would have
eliminated the small school stabilization after 2Q®.

Unified Systems

In § 79-4,108, additional language would speciBt theeds would be calculated separately for
districts in unified systems beginning with aid &109-10.

Budget Authority

Section 79-1023 would be further amended to mogetianges in budget limitations forward
to 2008-09, with a certification of such limits épril 30 for 2008. The changes would also be
modified by allowing alternative calculations anddxcluding special grant funds from the
calculation. The maximum general fund budget, mispecial grant funds and the special
education budget, would be the greater of:

1. 120% of needs minus the product of the basowalble growth rate times the prior
year’'s special education budget; or

2. The applicable allowable growth rate times tifieiience of the prior year’s general fund
budget minus special grant funds and the specialan budget.

The calculation of the applicable allowable growdte pursuant to 88 79-1025 and 79-1026.01
would continue and those sections would be remdénggd the bill. Unused budget authority
would also be reinstated and § 79-1030 would bevech from the bill. The new budget



exceptions in section 44 of the bill would alsolaep the existing § 79-1028 budget exceptions
in 2008-09. The elimination of the optional 1%&i79-1029 would also occur for 2008-09.
The provisions in § 79-1083.03 for Class | budggharity would be limited to school fiscal
years prior to 2008-09.

Converted Contracts

The provisions transitioning students from consdizised on annexation agreements to option
students are obsolete and would be removed. 8:B)03, the definitions for converted
contracts, converted contract option students taitidn receipts from converted contracts
would be repealed and a reference to convertedamistin the new definition for general fund
operating expenditures would be removed. Refeeetaceonverted contract option students
would be removed from the net option funding prmns in 8§ 79-1009. Section 79-1009.01,
which provides for the Department of Educationétedmine the amount of such contracts to
be excluded from formula resources, would be oltnigpealed. The exclusion of converted
contract receipts from accountable receipts woelddmoved from § 79-1018.01.

Harmonization

In § 79-1003, the definition of equalization aidwiebbe amended to include the new
provisions affecting the calculation of equalizataid.

Emergency Clause

An emergency clause would be added to the measure.

Senator Ron Raikes, Chairperson



